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AN ACT concerni ng i nsurance.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by

changi ng Section 229.4 as foll ows:

(215 ILCS 5/229.4) (from Ch. 73, par. 841.4)

Sec. 229.4. Standard Non-forfeiture Law for [|ndividual
Deferred Annuiti es.

(1) No contract of annuity issued on or after the
operative date of this Section except as stated in subsection
(11) 11 shall be delivered or issued for delivery in this
State wunless it contains in subst ance t he foll ow ng
provisions or corresponding provisions which in the opinion
of the Director are at |least as favorable to the contract
hol der upon cessation of paynment of considerations under the
contract:

(a) That upon cessation of paynent of
consi derations under a contract, the conpany will grant a
paid-up annuity benefit on a plan stipulated in the
contract of such value as is specified in subsections
(3), (4), (5), (6) and (8).

(b) If a contract provides for a lunp sum
settlenment at maturity, or at any other time, that wupon
surrender of the contract at or prior to the comencenent
of any annuity paynents, the conpany will pay in |lieu of
any pai d-up annuity benefit a cash surrender benefit of
such amount as is specified in subsections (3), (4), (6)
and (8). The conpany shall reserve the right to defer
the paynent of such cash surrender benefit for a period
of 6 nonths after demand therefor with surrender of the

contract.
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(c) A statenent of the nortality table, if any, and
interest rates wused in calculating any m ni num pai d-up
annuity, cash surrender or death benefits that are
guar ant eed under the contract, together wth sufficient
information to determ ne the anount of such benefits.

(d) A statenent that any paid-up annuity, cash
surrender or death benefits that may be available under
the contract are not Iless than the m ninum benefits
required by any statute of the state in which the
contract is delivered and an expl anation of the manner in
which such benefits are altered by the existence of any
additional anmounts credited by the conpany to t he
contract, any indebtedness to the conpany on the contract
or any prior wthdrawals fromor partial surrenders of
the contract.

Not wi t hst andi ng the requirenents of this subsection, any
deferred annuity contract may provi de t hat if no
consi derations have been received wunder a contract for a
period of 2 full years and the portion of the paid-up annuity
benefit at maturity on the plan stipulated in the contract
arising fromconsiderations paid prior to such period would
be less than $20.00 nonthly, the conmpany may at its option
term nate such contract by paynent in cash of the present
value of such portion of the paid-up annuity benefit,
calculated on the basis of the nortality table, if any, and
interest rate specified in the contract for determning the
pai d-up annuity benefit, and by such paynent shall be
relieved of any further obligation under such contract.

(2) The mninmmvalues as specified in subsections (3),
(4), (5), (6) and (8) of any paid-up annuity, cash surrender
or death benefits available under an annuity contract shal
be based upon m nimum nonforfeiture anmounts as defined in
this subsection

(a) Wth respect to contracts providing for
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fl exi bl e considerations, the m ni mum nonforfeiture anount
at any time at or prior to the commencenent of any
annuity paynents shall be equal to an accunulation up to
such time at a rate of interest of 3% per annum of
percentages of the net considerations, as hereinafter
defined, paid prior to such tine, decreased by the sum of
(1) any prior withdrawals fromor partial surrenders of
the contract accunul ated at a rate of interest of 3% per
annum and (ii) the amount of any indebtedness to the
conpany on the contract, including interest due and
accrued, and increased by any existing additional anmounts
credited by the conpany to the contract.

The net considerations for a given contract year
used to define the m nimum nonforfeiture anmount shall be
an anount not |ess than zero and shall be equal to the
correspondi ng gr oss considerations credited to the
contract during that contract year less an annual
contract charge of $30.00 and | ess a collection charge of
$1.25 per consideration credited to the contract during
t hat contract year. The per cent ages of net
considerations shall be 65% of the net consideration for
the first contract year and 87 1/2% of t he net
considerations for the second and | ater contract years.
Not wi t hst andi ng the provisions of the precedi ng sentence,
the percentage shall be 65%of the portion of the total
net consideration for any renewal contract year which
exceeds by not nore than two tinmes the sum of those
portions of the net considerations in all prior contract
years for which the percentage was 65%

(a-5) Notwi thstanding the provisions of paragraph

(a) of this subsection, the nini num nonforfeiture anount

for any contract issued on or after July 1, 2002 and

before July 1, 2005 shall be based on a rate of interest

of 1.5% per annum
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(b) Wth respect to contracts providing for fixed
schedul ed considerations, mninmmnonforfeiture anmounts
shal | be cal cul ated on the assunption that considerations
are paid annually in advance and shall be defined as for
contracts wth flexible considerations which are paid
annual ly, with two exceptions:

(1) The portion of the net consideration for
the first contract year to be accunmul ated shall be
the sumof 65% of the net consideration for the
first contract year plus 22 1/2% of the excess of
the net consideration for the first contract vyear
over the lesser of the net considerations for the
second and third contract years.

(ii) The annual contract charge shall be the
| esser of (A) $30.00 or (B) 10% of the gross annual
consi derati on.

(c) Wth respect to contracts providing for a
singl e consideration, mninmmnonforfeiture anounts shal
be defined as for contracts wth flexible considerations
except that the percentage of net consideration used to
determ ne the m ninmum nonforfeiture anount shall be equal
to 90% and the net consideration shall be the gross
consideration |l ess a contract charge of $75.00.

(3) Any paid-up annuity benefit available wunder a
contract shall be such that its present value on the date
annuity paynents are to comence is at |east equal to the
m ni mum nonforfeiture anount on that date. Such present
value shall be conputed using the nortality table, if any,
and the interest rate specified in the contract for
determining the mninmum paid-up annuity benefits guaranteed
in the contract.

(4) For contracts which provide cash surrender benefits,
such cash surrender benefits available prior to maturity

shall not be |I|ess than the present value as of the date of
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surrender of that portion of the maturity value of the
paid-up annuity benefit which would be provided under the
contract at maturity arising fromconsiderations paid prior
to the time of cash surrender reduced by the anount
appropriate to reflect any prior wwthdrawals fromor partial
surrenders of the contract, such present value being
cal cul ated on the basis of an interest rate not nore than 1%
hi gher than the interest rate specified in the contract for
accunulating the net considerations to det erm ne such
maturity value, decreased by the anmount of any indebtedness
to the conpany on the contract, including interest due and
accrued, and increased by any existing additional anpbunts
credited by the conpany to the contract. In no event shal
any cash surrender benefit be less than the m ninmm
nonforfeiture anmount at that time. The death benefit under
such contracts shall be at |east equal to the cash surrender
benefit.

(5) For contracts which do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
avai l able as a nonforfeiture option at any time prior to
maturity shall not be Iless than the present val ue of that
portion of the maturity value of the paid-up benefit provided
under the contract arising fromconsiderations paid prior to
the time of the contract is surrendered in exchange for, or
changed to, a deferred paid-up annuity, such present value
bei ng calculated for the period prior to the maturity date on
the Dbasis of the interest rate specified in the contract for
accunulating the net considerations to det erm ne such
maturity value, and increased by any existing additional
anounts credited by the conpany to the contract. For
contracts which do not provide any death benefits prior to
the comencenent of any annuity paynents, such present val ues
shall be calculated on the basis of such interest rate and

the nortality table specified in the contract for determ ning
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the maturity value of the paid-up annuity benefit. However,
in no event shall the present value of a paid-up annuity
benefit be | ess than the m ni num nonforfeiture anount at that
tine.

(6) For the purpose of det er m ni ng t he benefits
cal cul ated wunder subsections (4) and (5), in the case of
annuity contracts under which an election may be nade to have
annuity paynments comrence at optional maturity dates, the
maturity date shall be deened to be the |atest date for which
el ection shall be permtted by the contract, but shall not be
deened to be later than the anniversary of the contract next
follow ng the annuitant's seventieth birthday or the tenth
anni versary of the contract, whichever is later.

(7) Any contract which does not provide cash surrender
benefits or does not provide death benefits at |east equal to
the m ni mum nonforfeiture anmount prior to the comencenent of
any annuity paynents shall include a statenment in a prom nent
pl ace in the contract that such benefits are not provided.

(8 Any paid-up annuity, cash surrender or deat h
benefits available at any time, other than on the contract
anni versary under any contract W th fixed schedul ed
considerations, shall be calculated with allowance for the
| apse of time and the paynent of any schedul ed consi derations
beyond t he begi nning of the contract year in which cessation
of paynment of considerations under the contract occurs.

(9) For any contract which provides, within the sane
contract by rider or supplenental contract provision, both
annuity benefits and life insurance benefits that are in
excess of the greater of cash surrender benefits or a return
of the gross considerations with interest, the mninum
nonforfeiture benefits shall be equal to the sumof the
m ni mum nonforfeiture benefits for the annuity portion and
the mninmum nonforfeiture benefits, if any, for the life

i nsurance portion conputed as if each portion were a separate
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contract. Notw thstanding the provisions of subsections (3),
(4), (5), (6) and (8), additional benefits payable (a) in the
event of total and permanent disability, (b) as reversionary
annuity or deferred reversionary annuity benefits, or (c) as
other policy benefits addi ti onal to life i nsur ance,
endownent, and annuity benefits, and considerations for al
such addi ti onal benefits, shal | be di sregar ded in
ascertaining the mninum nonforfeiture anounts, pai d- up
annuity, cash surrender and death benefits that may be
required by this section. The inclusion of such additional
benefits shall not be required in any paid-up benefits,
unl ess such additional benefits separately would require
m nimum nonforfeiture anount s, pai d- up annuity, cash
surrender and death benefits.

(10) After the effective date of this Section, any
conpany may file wth the Director a witten notice of its
election to conply with the provisions of this Section after
a specified date before the second anniversary of the
effective date of this Section. After the filing of such
notice, then upon such specified date, which shall be the
operative date of this section for such conpany, this Section
shall becone operative wth respect to annuity contracts
thereafter issued by such conpany. |If a conpany nakes no
such election, the operative date of this section for such
conpany shall be the second anniversary of the effective date
of this Section.

(11) This Section shall not apply to any reinsurance,
group annuity purchased under a retirenent plan or plan of
deferred conpensation established or rmaintained by an
enpl oyer (including a partnership or sole proprietorship) or
by an enpl oyee organi zation, or by both, other than a plan
provi di ng i ndi vi dual retirement accounts or individual
retirement annuities wunder Section 408 of the Internal

Revenue Code, as now or hereafter anended, prem um deposit
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fund, vari abl e annuity, investnment annuity, immed ate
annuity, any deferred annuity contract after annuity paynents
have commenced, or reversionary annuity, nor to any contract
which shall be delivered outside this State through an agent
or other representative of the conmpany issuing the contract.

(Source: P.A 90-655, eff. 7-30-98.)

Secti on 99. Effective date. This Act takes effect on

July 1, 2002.
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